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CHAPTER V

THE WAR DEBTS OF THE UNITED STATE?

MOST of the governments of the Old World have con-
tributed to the science of war finance by providing
examples to be avoided, and the history of the United
States is also fertile in vicious expedients, more especially
in the debasement of the currency* At the outbreak of
the War of Independence, the Continental Congress,
inheriting the bad financial traditions of the British
colonies in North America, sought to pay for the war
by issues of paper currency* Between 1775 and 1779
Congress issued paper to the amount of 341 million
dollars and the States also made issues of 209 million
dollars* In November 1779 this paper currency was
worth A of its face value* By that time business in
Boston was being done by barter* In the following year
paper became practically worthless* After March 1782
the interest on n millions of domestic loans could
not be met, and certificates of value given to the lenders
in lieu of interest were received by the Government in
payment of taxes* Receipts for forced supplies ran
up to over 16 million dollars* Loans and subsidies to
the value of nearly 8 million dollars were received from
the Governments of France and Spain* and from Dutch
bankers x who lent at 5 per cent* The French Govern-

1 Between 1784 and 1789 loans of $2,296,000 were raised in Holland
at 4 per cent., nominally at par, though various bonuses and " gratifica-
tions " raised the rate to nearly 6$ per cent*